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REAL ESTATE AND A POSSIBLE NAZI VICTORY 


E have been receiving letters during the last few days asking for 
our opinion of the effect of a Nazi victory on real estate in 


America. Since at present it seems that the chances may be better 
than even for that sort of an outcome of the war, it might be well to try 


to reason out the chain of circumstances resulting for real estate and 
construction. 
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It seems to us that with the cancellation of orders from the Allies 
for war materials would come a tremendous increase in orders from our own 
government and the governments of Canada and South America. Rightly or 
wrongly,the Western Hemisphere would consider itself in a precarious sit- 
uation unless its armament equalled that of the successful Germans. Any 
country can thrive on a rearmament program for a while, as during the 
initial period employment is being increased at the expense of the gov- 
ernment debt and increased taxes. As a larger and larger percentage of 
production goes into war materials, shortages develop in commodities and 
services, causing their prices to rise faster than wages. The inevitable 
result of devoting a large part of the productive machinery to the pro- 
duction of armament is a lowering of the standards of living, as now few- 
er goods and services are being produced for general distribution. In 
England's case, this reduction in standards of living would have been a 
cheap price to have paid for preparedness during the past few years in 
comparison with the price she is paying now. How large a price we are 


justified in paying in America is still a question which is being hotly 
debated. 


Some of the effects of a Nazi victory would seem to be:- 


I. A further centralization of power in the hands of the national 
government, with still greater efforts to achieve a planned economy and 
a resulting loss of individual freedom and initiative. (The new edict in 
England, establishing a military dictatorship, is a good illustration of 
the fact that we become what we fight. To prepare for a successful war 
against a totalitarian state,a democracy must take on many of the charac- 
teristics of the totalitarian state which it hates.) 


II. Increased income and inheritance taxes, not only on the rich, 
but a broadening of the base to include the lower middle class and the 
poor. Only in this way can sufficient money be raised to pay for a 
rearmament on a scale likely to satisfy a frightened nation. As taxes for 
armament are increased, standards of living fall, as all incomes are re- 
duced by the amount of the taxes. The higher income and inheritance taxes 
will still further reduce the values of large homes and estates, as net 

















incomes, after taxes have been deducted, will be insufficient to maintain 
then. 





III. The diversion of a portion of the capacity for producing heavy A 
machinery and other durable goods to the manufacture of armaments, which 
cannot be used in the production of commodities, has the eventual effect 
of increasing the relative cost of commodities. We think that a slow in- 
crease in the general price level would result, accompanied by an in- 
crease in construction costs. This would make home-ownership more diffi- 
cult for the low income family but would increase the values of useful 
buildings already built. It would also cause a slow increase in rents. 


Iv. ‘Industrial building would increase more rapidly than any other 


type during the initial period, with housing shortages in the vicinity of 
armament and ship-building areas. 


V. Ship-building centers would undergo a real boom, as the United 
States would feel it necessary to expand its navy to take care of both 
the Atlantic and Pacific. 


VI. Probably the first effect of a Nazi victory would be slight, as 
the possibility has been apparent for a long enough period to have lost 
its surprise effect. In our opinion, the stock market has over-discount- 
ed the effect. There is nothing in the picture which could reduce busi- 


ness profits in the near future to the extent indicated by the drop in 
market values. 





VII. As a Nazi victory in our opinion has to be achieved shortly or 
not at all, it would preclude involvement of the United States in the 
present war. We are too unprepared for immediate action. 
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RESIDENTIAL VACANCY 


HE chart opposite attempts to chart residential vacancy in all prin- 

cipal cities of the United States from 1930 to the present. Figures 

were secured on 147 cities in which vacancy surveys had been made one 
or more times during this period. Some cities are represented with a 
single survey; in other cities surveys have been made at rather frequent 
intervals. In a few cities monthly figures are available. The 147 cit- 
ies are spotted on the map below. 


The problem in preparing this chart was to weld the scattered sur- 
veys into a single index. The method used was as follows: First, a very 
large chart was prepared showing the period from 1930 to the present by 
months. The vertical scale on this chart was divided to show the percent- 
age of vacancy. Each vacancy survey which has been made in any city was 
spotted in the proper month and year at the proper height to show the 
percentage of vacancy in that city at that time. Where frequent surveys 
were available for any city, the dots representing the percentages of va- 
cancy were connected by straight lines. After all cities had been put on 
this base chart, a median was taken for each month from the vacancy per- 
centages shown in that month. This included not only the actual surveys 
made at that time but also the estimated percentages for the month ob- 


tained from lines connecting vacancy surveys made in other cities during 
other months. 


This method, we believe, is fairly satisfactory for all periods in 
which the trend is proceeding in a regular manner. When, however, a re- 
versal of trend comes in a relatively short period, particularly if few 
surveys are made during the period, this method will underestimate the 
heights or depths of the points during the period. In the spring of 1933 
vacancy reached its peak at the time of the bank collapse. Very few sur- 
veys were made during this period of economic confusion. Owners and oper- 
ators of real estate were sufficiently discouraged without securing a 
factual basis to intensify their pessimism. On our large base chart, if 
a survey had been made in 1932 and the next one in 1934, a straight line 
connecting the two would have failed to show the rise and fall which oc- 
curred during that period. Because of this we think the levels shown in 
the spring of 1933 too low. 


A study of the chart shows 
@ rapid decrease in vacancy 
from the spring of 1933 to 
1937. The sharp recession 
of 1937-1938 caused vacancy 
to increase slightly, then 
level out. Single family 
dwelling vacancy began to 
decrease again about a year 
ago,but multi-family vacan- 
cy increased at the same 
time, keeping the total 
fairly constant. 
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CONSTRUCTION COSTS IN 64 CITIES 


N our report of November 24, 1939, on page 251, we said, "We do not an- 
] tsstzets very much of a rise in construction costs during the next year 
but we are inclined to believe that a year or so from now costs will be 
advancing in a rather significant fashion." Six months have elapsed since 
that report--six months in which tremendous pressure has been applied by 
the Attorney General’s office to bring down costs, and yet costs have not 


come down. In some cities they have shown a substantial rise. The na- 
tional average has moved sideways. 


The war in Europe is now consuming goods and services at a very rap- 
id rate. If the Allies can avoid a decisive defeat, the war will continue 
at least into next year. During this period the United States will be re- 
arming at a greatly increased pace. Extra shifts will be used in many 
plants manufacturing materials which are needed in war. Many new plants 
will be built, particularly in the aviation field. Purchases will also 
be made from abroad of many vital war materials such as tin and rubber, 
which will require additional warehousing space. In our opinion, the 
additional building which will result--coming at a time when industrial 
production is increasing--will have a tendency to raise building costs, 
slightly at first and then by more significant amounts. 


Within the next six months we should enter the second phase of our 
forecast of last November--that of rising costs. We think that cost in- 
creases will not halt new building in the near future, as increased em- 
ployment and earnings will offset changes in cost. 


The cost per cubic foot of building a typical frame residence in 64 
cities is charted on pages 119-122 in this report. The frame residence is 
pictured and specifications were given in The Real Estate Analyst of 


April 26, 1940. The bases for these computations are figures compiled by 
the Home Loan Bank Board. 


This colonial type design is simple, efficient and enduring. The 
interior arrangement of rooms can be considered fair,and the construction 
is substantial and considered average in quality. In brief, the plans and 
specifications call for concrete foundations,concrete basement and garage 
floors; concrete slabs for front and rear stoops; frame exterior walls 
with 3/4" x 10" redwood siding, with stucco gable ends;three coat plaster 
walls; oak flooring;pine B & B trim; 1 3/8" six panel #1 pine doors; tile 
wainscote and floors in bathroom and lavatory; two kitchen cabinets; 266 
lbs. asphalt shingle roof with copper gutters and downspouts;modern bath- 


room fixtures; hot water heat; modern electrical installation; insulation 
in exterior walls and second floor ceiling. 


It should be pointed out that the house pictured would probably not 
be of an acceptable type for actual construction in all of the cities 
listed. The specifications are held the same, however, in all cities, as 
it is the only way in which a comparison can be made between construction 
costs in various communities. This is true even to the inclusion of a 
furnace in the specifications for the building in Tampa. 
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HERE’S ONE FOR RIPLEY 
STONE VENETIAN BLINDS 





The Editor of The Real Estate Analyst saw the house pictured below 
in a city of Pennsylvania. It had just been completed and is now for 
sale. Window shades will be unnecessary in the one upstairs window. 


CASH INCOME FROM FARM MARKETING 


HE chart on the page opposite shows the trends of income from farm 
marketings inthe United States from January, 1937, to the latest 
available figures. Each line on the chart is a moving annual total; 
that is, the figure charted each month is the annual total for the year 
ending in that month. The month-by-month figures are not used since the 


seasonal and random movements in the lines would make any interpretation 
extremely difficult. 


A number of interesting deductions can be drawn from this chart:- 


1. Cotton has made the least favorable showing; cash income from 
this source is one third less than it was in 1937. This has naturally af- 
fected real estate values in the cotton sections. 


2. The total (not shown on the chart) of cash income from all 
sources, including government payments, has not varied a great deal over 
the entire period. It started at 8,499 million dollars, reached a peak in 
1937 of 9,111 million, and ended at 8,732 million. 


3. Government payments have increased froma low of 265 million 
dollars in the year ending April, 1938, to a high of 934 million dollars 
in the year ending in February, 1940. Government payments now are almost 
four times their level at the beginning of our chart. 


4, Cash income from meat animals, dairy products and poultry and 
eggs Fas shown the smallest variation over the period charted. 


5. Income from grains slumped badly, then made some recovery. 
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ELEVEN BILLION DOLLARS LOST 


T the opening of the New York Stock Exchange on May 10 the value of 
Az listed stocks at current quotations was 45.9 billion dollars. At 

the close of the market today (May 24) the value is 34.9 billion 
dollars, a decline of 11.0 billion dollars in two weeks. 


Europe is probably being resubdivided in a fashion not at all to our 
-liking. We have watched the advancing Nazi troops--through Holland, Bel- 
gium and France--with shocked disappointment. We fear the inability of 
the Allies to prevent the invasion of England. A knowledge of our un- 
preparedness has created a panic reaction, not only in stocks, but in 
j many ill-advised measures which are being hastily suggested. 


During the period in which the market has lost eleven billion dol- 
lars the indexes of general business have been continuing the improvement 
which started in March. Either general business will slump, or the stock 
market has over-discounted the effect of the Nazi successes. 


To offset the effect of the Nazi invasion, however, are many things 
which must not be ignored. The rearmament program, together with the 
other expenses of government which between now and election will reach 
new highs, will certainly provide some immediate stimulation to industry. 
It seems to us’ that the stock market at its present levels has over-dis- 


counted the earning prospects of American business during the near 
future. 


On the chart opposite we have plotted ona ratio basis the daily 
Dow-Jones Industrial, Rail and Utility closing stock price averages for 
the months since July, 1939. We have also charted the average of the 
Saturday closing figures of the twenty following building stocks, weight- 
ing each one to a base of 100 in July of last year. 


American Rad. & Stand. Sanitary Corp. Libbey-Owens-Ford Glass Co. 


The Celotex Corp. Long-Bell Lumber Corp. 
Certain-teed Products Corp. Minn.-Honeywell Regulator Co. 
Crane Company Otis Elevator Company 

Devoe & Raynolds Company, Inc. Penna.-Dixie Cement Corp. 

The Flintkote Company Pittsburgh Plate Glass Co. 

The Glidden Company The Ruberoid Company 

Holland Furnace Company U. S. Gypsum Company 
Johns-Manville Corp. Walworth Company 

Lehigh Portland Cement Company Yale & Towne Manufacturing Co. 


It will be noticed that in the period covered by this chart building 
stocks have not ‘held their own in comparison with other industrials, 
rails or utilities. This has been particularly true in the drop since 
May 10, and probably with good reason. Rearmament will help steels, air- 
craft and rails more than it will help building. Then, too, the building 
going forward now is not the type which uses materials with high profit 
margins. Low cost residential units are not especially profitable to 
manufacturers of building hardware, plumbing fixtures or heating equip- 
ment. School and institutional building during the recent past has been: 
running badly under a year ago. 
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HE chart to the 
RE ae. setintas- Progress of the USHA Program 
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tracts on which con- 1938 1939 1940 

struction had not yet started. If no further appropriations are granted, 
the number of families to be housed from present commitments will be 
more than fifteen times the number actually living in these units today. 
The effect of this on vacancies and rents should not be minimized. 


THE REAL ESTATE ANALYST INDEX OF RESIDENTIAL RENTS 















HE table below shows residential rent figures. This cities,and in the same city between heated and unheated 
|: the revised index of residential rents which ap- units. The twenty-six cities selected are typical cit- 
peared inthe Real Estate Analyst for the first ies scattered from coast to coast. The method of com- e 4 
time in the February, 1938, issue. All rents are ex- puting this index is described on page 889 in the Feb- 
pressed in dollars per month per room. This makes pos- ruary, 1938, Real Estate Analyst. 
sible a comparison of rent levels between different 
spremeccnne BRL \ / —~1940 oust 
October November December January February March April May 
Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. Res. Apt. 


National Index $8.57$11.90 $8.48$11.90 $8.36$11.87 $8.35$11.87 $8.34$11.82 $8.33$11.81 $8.35$11.80 $8.35$11.80 


Atlanta 7.92 10.76 7.92 10.75 7.91 10.76 7.96 10.74 7.91 10.80 7.86 10.80 7.95 10.83 7.88 10.91 
Baltimore 7.30 10.50 7.21 10.52 7.08 10.48 6.96 10.42 6.86 10.36 6.86 10.36 6.90 10.37 7.02 10.32 
Birmingham 6.26 9.86 6.28 9.85 6.25 9.85 6.23 9.85 6.25 9.85 6.26 9.81 6.33 9.81 6.36 9.80 
Boston 8.25 15.30 8.25 15.22 8.20 15.10 8.04 15.17 8.03 15.05 8.04 15.08 8.02 14.81 8.02 14.88 
Chicago 10.60 12.61 10.42 12.60 10.26 12.53 10.27 12.52 10.63 12.53 10.59 12.53 10.52 12.45 10.50 12.52 
Cincinnati 9.98 12.69 9.85 12.67 9.70 12.59 9.65 12.70 9.70 12.70 9.76 12.81 9.78 12.81 9.85 12.87 
Cleveland 9.94 12.67 9.80 12.70 9.59 12.82 9.54 12.83 9.51 12.79 9.49 12.80 9.51 12.73 9.59 12.80 
Columbus 7-14 11.10 7.03 11.10 6.91 11.10 6.85 11.11 6.85 11.04 6.93 10.99 6.95 10.91 6.97 10.91 
Denver 8.02 13.10 7.92 13.04 7.82 13.08 7.80 13.10 7.70 13.08 7.68 13.03 7.70 13.02 7.75 13.00 
Detroit 9.00 11.58 8.87 11.68 8.75 11.61 8.60 11.58 8.64 11.58 8.64 11.53 8.68 11.56 8.80 11.50 
Houston 8.73 11.02 8.72 11.09 8.62 11.04 8.61 11.09 8.60 11.10 8.54 11.11 8.50 11.14 8.50 11.06 
Kansas City 6.21 7.05 6.15 7.08 6.08 7.04 6.10 7.09 6.09 7-05 6.09 7.09 6.10 7.14 6.14 7.16 
Los Angeles 10.70 12.52 10.64 12.39 10.52 12.23 10.61 12.15 10.50 12.02 10.57 11.92 10.59 11.85 10.52 11.88 
Milwaukee 9.27 10.60 9.20 10.60 9.03 10.59 8.95 10.60 8.91 10.59 8.95 10.61 8.96 10.61 8.98 10.62 
Minneapolis 8.43 10.23 8.36 10.34 8.26 10.38 8.20 10.32 8.30 10.30 8.26 10.30 8.36 10.30 8.35 10.30 
New Orleans 8.50 10.37 8.59 10.37 8.38 10.39 8.15 10.41 8.00 10.40 7.86 10.38 7.85 10.32 7.82 10.29 
New York 12.94 19.80 12.98 19.78 12.86 19.56 12.82 19.40 12.80 19.22 12.60 19.16 12.87 19.08 12.79 19.00 
Omaha 6.49 11.48 6.45 11.43 6.37 11.35 6.37 11.32 6.42 11.37 6.57 11.38 6.54 11.32 6.58 11.49 
Philadelphia 7.05 13.98 7.03 13.97 6.99 13.90 6.99 13.77 6.97 13.57 6.9! 13.58 6.96 13.60 6.99 13.61 
Pittsburgh 9.20 12.24 9.17 12.28 9.10 12.17 9.04 12.27 8.9612.26 9.0€ 12.30 9.10 12.30 8.86 12.30 
Richmond 8.23 11.02 8.31 11.03 8.09 11.08 8.15 11.17 8.2011.10 8.3611.15 8.40 11.19 8.35 11.22 
Saint Louis 8.13 10.70 8.10 10.70 8.05 10.68 8.02 10.64 8.08 10.62 8.05 10.59 7.94 10.57 8.08 10.59 
Salt Lake City 7.80 10.98 7.74 10.92 7.70 10.90 7.73 10.88 7.69 11.00 7.69 11.09 7.6111.10 7.62 11.09 
San Francisco 9.86 13.55 9.86 13.50 9.76 13.41 9.71 13.34% 9.76 13.30 9.75 13.30 9.76 13.26 9.71 13.30 € a 
Seattle 7.59 12.02 7.5612.00 7.58 12.00 7.65 11.97 7.64 11.98 7.55 11.95 7.58 11.85 7.66 11.82 
Tulsa 8.05 7.96 7.85 T<¥2 7.70 7-75 7.63 7.64 
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1932 1933 1934 1935 1936 1937 1938 1939 1940 closures are dropping at 

the present time at about 
30% per year. The average rate of drop from the end of 1934 to the spring 
of 1937 was approximately 23% per year. 
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1938 1939 1940 


HE FHA is bettering its position in regard to a year ago. This in 

turn would indicate that the gain in residential building which has 

been taking place during the past two months will continue at least 
during the early summer, as it lags behind the FHA figures. 


Mortgages selected for appraisal in two different weeks of April 
passed all previous records, regardless of month. Mortgages accepted 
for insurance were ahead of all previous Aprils. 

Mortgages Selected for Appraisal Compared with Year Ago 
Apr. May June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. 
412% +14% +4%@ -11% -86 -8% +26 -4% -13% -9% -2% -6% +21% 
Mortgages Accepted for Insurance Compared with Year Ago 


+3%@ +19% +11% -13% -64 -9% +13% +26 +5% +15% +9% +1% +18% 
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THOUSANDS OF UNITS 


CENTS PER CUBIC FOOT 
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NEW NEW BUILDING 


HE chart to the left shows the 

number of new family accommoda- 

tions built during 1939 and 
1940 in all non-farm states and the 
District of Columbia. 1939 is shown 
in red, 1940 in black. The bottom 
lines show the monthly figures un- 
corrected for seasonal influences; 
the inclined lines, the cumulative 
totals from the first of the year; 
and the top lines, the twelve 
months' moving totals--viz., each 
point on the top lines represents 
the totals for the preceding twelve 
months.These top lines show trends. 


It will be noticed that the 
monthly figures, after running be- 
low a year ago in January and Feb- 
ruary,ran above in March and April. 
The cumulative figure since the 
first of the year is now above a 
year ago. During the twelve months 
ending on May 1 we built 48%3,000 
units, against 391,000 for the 
twelve months ending on May 1 of a 
year ago. ~ 


BUILDING COSTS 

HE chart to the left shows the 
T avorsee cost per cubic foot in 

64 cities of building a stand- 
ard six room frame dwelling. This 
house is pictured to the left and 
is described in the April 26, 1940, 
report on pages 85-96. The fluctu- 
ations in cost, city by city, are 
shown on pages 119-122 in this re- 
port. 


It will be noticed that there 
has been no change in cost’ since 
the first of the year. Cost is run- 
ning slightly higher than a year 
ago. 
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A NAZI VICTORY in Europe is a possibility. It would probably in- 
crease building costs and industrial building, and would cause a housing 
shortage in ship building and armament centers of the United States. 

Pages 114-115 


REAL ESTATE SALES on a seasonally adjusted basis increased in April 
to the highest level since August, 1937...ccecececeseccesccceees erage 117 


FORECLOSURES dropped to the lowest point since the real estate boom 
of the SUE se 6 0000660 6006008660560600660506660060086000000 EE 117-128 


RESIDENTIAL RENTS, averaged for 26 cities, showed practically no 
change...... PTT eT TTTerrrtor joecedabesseteeeeaees covceee rages 117-127 


NEW RESIDENTIAL BUILDING in the 48 states for the first four months 
exceoted @ year ane ty 3. GBs o.6cccc0000tss0000esee0sseeees eens eee 


€ * BUILDING COSTS are given for 64 cities. Costs showed no change na- 
CUI 6 a 66085 600 6a ceeerees eben eheend seen eeeee rer Pages 118-122 


RESIDENTIAL VACANCY in 147 cities, charted from 1930, shows an aver- 
age for single family dwellings of .9% and for all dwellings of 2.4%. 
Pages 115, 116 


CASH INCOME FROM FARM MARKETINGS has remained fairly stable during 
the last few years due to a 216% increase in government payments. 
Pages 123, 124 


BUILDING MATERIAL STOCKS have not held their own during the past 
year in comparison with industrials, rails and utilities...Pages 125, 126 


The UNITED STATES HOUSING AUTHORITY has actually housed 9437 fami- 
lies so far, but construction and commitments will provide for 145,000. 
Page 127 


FHA commitments, running considerably ahead of a year ago, forecast 
a continuation of a large volume of residential building.........Page 128 


FARM VALUES per acre increased nationally from $33.50 in 1939 to 
$34.20 in 1940. REAL ESTATE TAXES increased from 38.7¢ per acre in 1939 
= to 39.4¢ in 1940. Charts cover 1910 to 1940 on all 48 states. 

e Pages 108-113 


The summary above high-spots the material in the May, 1940, reports. 
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